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SUBSTI TUTE SENATE BI LL 6198

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By Senate Commttee on Financial Services, Insurance & Housing
(originally sponsored by Senator Benton)

READ FI RST TI ME 01/ 22/ 04.

AN ACT Relating to restoring the American dream by elimnating the
state sales tax on construction |abor and services in counties where
the first-tinme honme buyers housing affordability index shows that
housing is not affordable; adding a new section to chapter 82.08 RCW
and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that first-tinme hone
buyers in Washi ngton state have been priced out of the housing market
in many counties. The legislature finds that many organizations,
including |ocal governnents, have recognized the affordable housing
crisis for first-tinme home buyers. The legislature finds that, for
exanple, as reported in King county's benchmark growth report, "buying
a first honme remains extrenely difficult for those under one hundred
twenty percent of nedian incone."

The legislature further finds that the state sales tax on
construction | abor and services contributes to the high cost of housing
i n many Washi ngton counties, and that elimnating this tax wll reduce
housi ng prices. The legislature also recognizes that the Washi ngton
state tax structure study <conmttee suggested that exenpting
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construction |abor from the state sales tax would inprove econonic
vitality and harnoni ze Washington's sales tax provisions wth other
near by states.

The legislature intends to make housing nore affordable for first-
time home buyers in counties where housing is currently not affordable
for first-time hone buyers. The legislature intends to do this by
elimnating the state sales tax on construction | abor and services in
counties where the first-tine buyer housing affordability index
denonstrates that housing is not affordable for first-tine home buyers.

NEW SECTION. Sec. 2. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax |levied by RCW82.08.020 does not apply to the sale of
or charge made for |abor and services rendered in respect to clearing
| and, noving earth, site preparation, or constructing, repairing,
renovating, expanding, or inproving of new or existing buildings,
structures, or other facilities under, upon, or above real property
for qualifying residential construction wthin qualifying counties for
two cal endar years beginning January 1st followng the departnent's
determ nation that a county is a qualifying county.

(2) The exenption under this section only applies to the state
portion of the sales tax.

(3) The seller shall retain any docunentation the departnent deens
necessary for the proper adm nistration of this section.

(4) If the departnment determnes that the seller inproperly
exenpted a sale of labor or services under this section, a fifteen-
percent penalty shall apply to taxes owed to the departnment as well as
interest and penalties under chapter 82.32 RCW

(5) For the purposes of this section, the follow ng definitions
appl y:

(a) "Qualifying county” neans a county for which the first-tine
buyer housing affordability index is |less than one hundred for three of
four quarters in any given year, as determ ned by the Washi ngton center
for real estate research at Washington State University. The i ndex
year shall begin July 1st and end June 30th of each year.

(b) "Qualifying residential construction"” means the construction of
residential property where the residential property will be listed for
sale for less than the county average sales price for hones.

SSB 6198 p. 2



©O© 00 N O Ol WDN P

e T R e e e N T T
© 0N O O W DN -, O

(c)(i) "First-tinme buyer housing affordability index" neans the
i ndex mai ntai ned by the Washington center for real estate research at
Washi ngton State University that cal cul ates whether a person who earns
seventy percent of the area nedi an househol d i ncone can nake princi pal
and interest paynents equal to twenty-five percent of househol d i ncone
on a hone priced at eighty-five percent of the county nedian sales
price for honmes, if the person nade a ten percent down paynent and has
a nortgage wwth a termof thirty years at the prevailing average fixed
rate of interest;

(1i) The first-tinme buyer housing affordability index shall be
scaled so that a score of one hundred neans that a potential first-
time honebuyer with an incone of seventy percent of the area nedian
househol d i ncone who purchases a home priced at eighty-five percent of
the county nedian sales price for honmes, using a ten percent
downpaynment and a thirty-year nortgage at the prevailing average fixed
rate of interest wll pay twenty-five percent of household incone for
princi pal and interest. A score of less than one hundred indicates
that this buyer cannot afford this honme w thout paying nore than
twenty-five percent of househol d incone.

--- END ---

p. 3 SSB 6198



	Section 1.
	Section 2.

